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(A) The name of each such share-
holder;

(B) The percentage of the total value
of the class of stock held by each such
shareholder and the days during which
the stock was held;

(C) The address of record of each such
shareholder; and

(D) The country of residence of each
such shareholder, determined under
§1.883-4(b)(2) (residence of individual
shareholders) or §1.883-4(d)(3) (special
rules for residence of certain share-
holders); and

(5) Any other relevant information
specified by Form 1120-F and its ac-
companying instructions.
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§1.883-3 Treatment of controlled for-
eign corporations.

(a) General rule. A foreign corporation
satisfies the stock ownership test of
§1.883-1(c)(2) if it is a controlled foreign
corporation (CFC), as defined in sec-
tion 957(a), and satisfies the income in-
clusion test in paragraph (b) of this
section and the substantiation and re-
porting requirements of paragraphs (c)
and (d) of this section, respectively. A
CFC that fails the income inclusion
test of paragraph (b) of this section
will not be a qualified foreign corpora-
tion unless it meets either the publicly
traded test of §1.883-2(a) or the quali-
fied shareholder stock ownership test
of §1.883-4(a).

(b) Income inclusion test—(1) General
rule. A CFC shall not be considered to
satisfy the requirements of paragraph
(a) of this section unless more than 50
percent of the CFC’s adjusted net for-
eign base company income (as defined
in §1.954-1(d) and as increased or de-
creased by section 952(c)) derived from
the international operation of ships or
aircraft is includible in the gross in-
come of one or more United States citi-
zens, individual residents of the United
States or domestic corporations, pursu-
ant to section 951(a)(1)(A) or another
provision of the Internal Revenue Code,
for the taxable years of such persons in
which the taxable year of the CFC
ends.

(2) Examples. The income inclusion
test of paragraph (b)(1) of this section
is illustrated in the following exam-
ples:
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Example 1. Ship Co is a CFC organized in a
qualified foreign country. All of Ship Co’s in-
come is foreign base company shipping in-
come that is derived from the international
operation of ships. All of its shares are
owned by a domestic partnership that is a
United States shareholder for purposes of
section 951(b). All of the partners in the do-
mestic partnership are citizens and residents
of foreign countries. Ship Co fails the income
inclusion test of paragraph (b)(1) of this sec-
tion because no amount of Ship Co’s subpart
F income that is adjusted net foreign base
company income derived from the inter-
national operation of ships is includible
under any provision of the Internal Revenue
Code in the gross income of one or more
United States citizens, individual residents
of the United States or domestic corpora-
tions. Therefore, Ship Co must satisfy the
qualified shareholder stock ownership test of
§1.883-4(a), in order to satisfy the stock own-
ership test of §1.883-1(c)(2) and to be consid-
ered a qualified foreign corporation.

Example 2. Ship Co is a CFC organized in a
qualified foreign country. All of Ship Co’s in-
come is foreign base company shipping in-
come that is derived from the international
operation of ships. Corp A, a domestic cor-
poration, owns 50 percent of the value of the
stock of Ship Co. X, a domestic partnership,
owns the remaining 50 percent of the value of
the stock of Ship Co. A United States citizen
is a partner owning a 10 percent income in-
terest in X. Individual partners owning 90
percent of X are citizens and residents of for-
eign countries. There are no special alloca-
tions of partnership income. Ship Co satis-
fies the income inclusion test of paragraph
(b)(1) of this section because 55 percent (50
percent + (10 percent x 50 percent)) of the
subpart F income that is adjusted net for-
eign base company income derived from the
international operation of ships would be in-
cludible in the gross income of U.S. citizens,
individual residents of the United States or
domestic corporations. If Ship Co satisfies
the substantiation and reporting require-
ments of paragraphs (c) and (d) of this sec-
tion, it will meet the stock ownership test of
§1.883-1(c)(2).

(c) Substantiation of CFC stock owner-
ship—(1) General rule. A foreign cor-
poration that relies on this section to
satisfy the stock ownership test of
§1.883-1(c)(2) must substantiate all the
facts necessary to satisfy the Commis-
sioner that it qualifies under the in-
come inclusion test of paragraph (b)(1)
of this section. For purposes of the in-
come inclusion test, if the CFC has one
or more United States shareholders, as
defined in section 951(b), that are do-
mestic partnerships, estates, or trusts,
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the pro rata share of the subpart F in-
come includible in the gross income of
such shareholders will only be treated
as includible in the income of any part-
ner, beneficiary or other interest owner
of such United States shareholder that
is a United States citizen, resident of
the United States or a domestic cor-
poration if the CFC obtains the docu-
mentation described in paragraph (c)(2)
of this section.

(2) Documentation from certain United
States shareholders—(i) General rule. A
CFC only meets the documentation re-
quirements of paragraph (c)(1) of this
section if the CFC obtains the fol-
lowing documentation with respect to
each United States shareholder, as de-
fined in section 951(b), that is a part-
nership, estate or trust, for the taxable
year of the shareholder which ends
with or within the taxable year of the
CFC—

(A) A copy of the Form 5471, “‘Infor-
mation Return of U.S. Persons with
Respect to Certain Foreign Corpora-
tions,” filed with the controlling
United States shareholder’s return;

(B) A written statement, signed
under penalties of perjury by a person
authorized to sign the U.S. Federal tax
return of each such United States
shareholder, providing the following in-
formation with respect to each United
States citizen, individual resident of
the United States or domestic corpora-
tion that is a partner, beneficiary or
other interest owner of each such
United States shareholder and upon
whom the CFC intends to rely to sat-
isfy the income inclusion test of para-
graph (b)(1) of this section—

(1) The name, address from the CFC’s
corporate records (that is a specific
street address and not a nonresidential
address, such as a post office box or in
care of a financial intermediary or
stock transfer agent), and taxpayer

identification number of the interest
owner;
(2) The interest owner’s propor-

tionate interest in the United States
shareholder that reflects that owner’s
share of subpart F income required to
be included in income on such interest
owner’s U.S. Federal income tax re-
turn;

(3) The percentage of the value of
shares of the CFC owned by each such

26 CFR Ch. | (4-1-04 Edition)

interest owner pursuant to the attribu-
tion rules in §1.883-4(c); and

(C) Any other information as speci-
fied in guidance published by the Inter-
nal Revenue Service (see §601.601(d)(2)
of this chapter).

(i) Availability and retention of docu-
ments for inspection. The documentation
described in paragraph (c)(2)(i) of this
section must be retained by the cor-
poration seeking qualified foreign cor-
poration status (the CFC) until the ex-
piration of the statute of limitations
for the taxable year of the CFC to
which the documentation relates. Such
documentation must be made available
for inspection by the Commissioner at
such place as the Commissioner may
request in writing.

(d) Reporting requirements. A foreign
corporation that relies on the CFC test
of this section to satisfy the stock
ownership test of §1.883-1(c)(2) must
provide the following information in
addition to the information required in
§1.883-1(c)(3) to be included in its Form
1120-F, “U.S. Income Tax Return of a
Foreign Corporation,” for the taxable
year. The information must be current
as of the end of the corporation’s tax-
able year and must include the fol-
lowing—

(1) The name, address from the CFC’s
corporate records (that is a specific
street address and not a nonresidential
address, such as a post office box or in
care of a financial intermediary or
stock transfer agent), and taxpayer
identification number of each United
States shareholder, as defined in sec-
tion 951(b), of the CFC;

(2) The percentage of the vote and
value of the shares of the CFC that is
owned by each United States share-
holder, as defined in section 951(b);

(3) If one or more of the United
States shareholders is a domestic part-
nership, estate or trust, the name, ad-
dress, taxpayer identification number
and the percentage of the value of
shares of the CFC owned (as deter-
mined under §1.883-4(c)) by each inter-
est owner of each such United States
shareholder that is a United States cit-
izen, individual resident of the United
States or a domestic corporation; and
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(4) Any other relevant information
specified by Form 1120-F and its accom-
panying instructions.

[T.D. 9087, 68 FR 51406, Aug. 26, 2003]

§1.883-4 Qualified
ownership test.

(a) General rule. A foreign corporation
satisfies the stock ownership test of
§1.883-1(c)(2) if more than 50 percent of
the value of its outstanding shares is
owned, or treated as owned by applying
the attribution rules of paragraph (c)
of this section, for at least half of the
number of days in the foreign corpora-
tion’s taxable year by one or more
qualified shareholders, as defined in
paragraph (b) of this section. A share-
holder may be a qualified shareholder
with respect to one category of income
while not being a qualified shareholder
with respect to another. A foreign cor-
poration will not be considered to sat-
isfy the stock ownership test of §1.883-
1(c)(2) pursuant to this section unless
the foreign corporation meets the sub-
stantiation and reporting requirements
of paragraphs (d) and (e) of this sec-
tion.

(b) Qualified shareholder—(1) General
rule. A shareholder is a qualified share-
holder only if the shareholder—

(i) With respect to the category of in-
come for which the foreign corporation
is seeking an exemption, is—

(A) An individual who is a resident,
as described in paragraph (b)(2) of this
section, of a qualified foreign country;

(B) The government of a qualified
foreign country (or a political subdivi-
sion or local authority of such coun-
try);

(C) A foreign corporation that is or-
ganized in a qualified foreign country
and meets the publicly traded test of
§1.883-2(a);

(D) A not-for-profit organization de-
scribed in paragraph (b)(4) of this sec-
tion that is not a pension fund as de-
fined in paragraph (b)(5) of this section
and that is organized in a qualified for-
eign country;

(E) An individual beneficiary of a
pension fund (as defined in paragraph
(b)(5)(iv) of this section) that is admin-
istered in or by a qualified foreign
country, who is treated as a resident
under paragraph (d)(3)(iii) of this sec-
tion, of a qualified foreign country; or

shareholder stock
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(F) A shareholder of a foreign cor-
poration that is an airline covered by a
bilateral Air Services Agreement in
force between the United States and
the qualified foreign country in which
the airline is organized, provided the
United States has not waived the own-
ership requirement in the Air Services
Agreement, or that the ownership re-
quirement has not otherwise been
made ineffective;

(ii) Does not own its interest in the
foreign corporation through bearer
shares, either directly or by applying
the attribution rules of paragraph (c)
of this section; and

(iii) Provides to the foreign corpora-
tion the documentation required in
paragraph (d) of this section and the
foreign corporation meets the report-
ing requirements of paragraph (e) of
this section with respect to such share-
holder.

(2) Residence of individual share-
holders—(i) General rule. An individual
described in paragraph (b)(1)(i)(A) of
this section is a resident of a qualified
foreign country only if the individual
is fully liable to tax as a resident in
such country (e.g., an individual who is
liable to tax on a remittance basis in a
foreign country will not be treated as a
resident of that country unless all resi-
dents of that country are taxed on a re-
mittance basis only) and, in addition—

(A) The individual has a tax home,
within the meaning of paragraph
(b)(2)(i1) of this section, in that quali-
fied foreign country for 183 days or
more of the taxable year; or

(B) The individual is treated as a
resident of a qualified foreign country
based on special rules pursuant to
paragraph (d)(3) of this section.

(i) Tax home. For purposes of this
section, an individual’s tax home is
considered to be located at the individ-
ual’s regular or principal (if more than
one regular) place of business. If the in-
dividual has no regular or principal
place of business because of the nature
of his business (or lack of a business),
then the individual’s tax home is lo-
cated at his regular place of abode in a
real and substantial sense. If an indi-
vidual has no regular or principal place
of business and no regular place of
abode in a real and substantial sense in
a qualified foreign country for 183 days
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